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STEPHEN L. COHEN
Email: cohens@sec.gov
STACEY M. NAHRWOLD
Email: nahrwolds@sec.gov

Attorneys for Plaintiff:

Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549-4030
Telephone: (202) 551-4472
Facsimile: (202) 772-9245

UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff, : Case No. 2:08-CV-457
V.

COMPASS CAPITAL GROUP, INC,,
MARK A. LEFKOWITZ,

ALVIN L. DAHL,

JOHN R. DUMBLE,

JOHN C. HOPF,

KEVIN D. ROMNEY, and

SHANE H. TRAVELLER,

Defendants.

COMPLAINT

Plaintiff Securities and Exchange Commission (“Commission”), for its Complaint
against defendants Compass Capital Group, Inc. (“Compass Capital”), Mark A.
Lefkowitz (“Lefkowitz”), Alvin L. Dahl (*Dahl”), John R. Dumble (“Dumble”), John C.
Hopf (“Hopf”), Kevin D. Romney (“Romney”) and Shane H. Traveller (*“Traveller”)

(collectively the “Defendants™), alleges as follows:
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the first and second quarters of 2004 were complete and accurate. As alleged above,
these filings contained false and misleading descriptions of 21% Century’s investments in
1920 Bel Air, City Wide Funding, and HCIA..

97. Defendant Dumble also violated Exchange Act Rule 13a-14 in his
capacity as CEO and acting CFO. He signed and certified 21% Century’s Form 10-Q for
the third quarter of 2004, which contained multiple misstatements and omissions
regarding 21° Century’s valuations of portfolio investments.

V. False and Misleading Statements in Conjunction With 2004 Public Offering
Under Regulation E

98.  On or about August 27, 2004, 21 Century began a second public offering
of unregistered securities pursuant to the Regulation E exemption.

99. No registration statement was in effect for this offering.

100. Despite the concerns expressed in his August 23, 2004 memorandum to
the Board and officers of 21% Century, Traveller concluded that 21* Century had “no
choice” but to commence another Regulation E offering. Traveller and the rest of the
Board approved 21% Century’s second Regulation E offering days later without resolving
the issues identified by Traveller in his August 23 memo, or disclosing them to the
public.

101.  21* Century filed a false and materially misleading Form 1-E and offering
circular on August 27, 2004. This filing stated that “[t]here are no underwriters in
connection with this offering” and that the company would pay no underwriting fee. The
offering circular was also misleading by concealing the discount stock arrangement
between 21% Century and Compass Capital and the effect of the discount on how much of

the proceeds went to the company per share sold.
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102. Despite that representation, Lefkowitz and Compass Capital and its
Affiliated Investors, who had been involved in the 2003 Regulation E offering, again
agreed to purchase shares from 21* Century at a substantial discount to market price and
then immediately sold most or all of those shares to the public.

103. In this offering, 21% Century issued convertible debentures to Compass
Capital and its Affiliated Investors in exchange for cash. The debentures were
convertible into common shares at a substantial discount to 21% Century’s market price.

104. The concerns expressed in Traveller’s August 23 memorandum were
never disclosed to investors in the offering circular, or by any other means. The offering
circular attached and incorporated by reference the financial statements from 21%
Century’s most recent quarterly filing, which contained inaccurate information by
Traveller in the August 23 memorandum and at a Board meeting at which all Board
members and Lefkowitz were present.

105.  21% Century filed multiple amendments to this Form 1-E and offering
circular with the Commission that contained the same or similar false and misleading
statements.

106. Traveller supervised the drafting of the Form 1-E and offering circular that
were filed with the Commission. Traveller knew or was reckless in not knowing the
Form 1-E and offering circular contained false statements and omitted material
information regarding 21% Century’s asset valuations and financial condition.

107.  Traveller knew that the financing arrangement with Compass Capital, in

which Compass Capital was acting as a statutory underwriter involved in the purchase of
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stock at a discount to market price, but he did not disclose this fact in the Form 1-E or
offering circular.

108. Traveller also failed to ensure that the 2004 Form 1-E and offering circular
disclosed the precarious financial state of the company that he noted in his “house of
cards” memorandum.

109. Traveller also knew in August 2004 that Romney’s brothers had loaned
money to the company. He believed at the time that the loans were material and should
have been disclosed. Despite this, Traveller did not cause the loans to be disclosed in the
company’s 2004 Form 1-E and offering circular when he supervised the preparation of
the filing.

110. A portion of the stock issued during the 2004 Regulation E offering was
issued at a discount to Romney’s brothers in order to repay them for the loans they had
made a few months earlier to the company. This use of the stock was also not disclosed
in the August 2004 offering circular.

VI. 21 Century Publicly Reported False and Misleading Information in a
November 2004 Form 8-K

111.  On November 11, 2004, 21* Century filed with the Commission a Form
8-K that announced Dumble’s appointment as CEO and stated that Dumble had owned
and operated a successful granite, marble and ceramic tile business for over twenty years.
Dumble knew or was reckless in not knowing that the description of his background was
false when he signed this filing.

112. Dumble had never owned any business and was merely an employee at a
tile company prior to his involvement with 21* Century. Dumble’s chief qualification for

the job of being 21* Century’s CEO was being Arland Dunn’s brother-in-law.
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VII.  21% Century’s Failed Properly to Maintain a System of Internal Controls

113.  21* Century failed to devise and maintain a system of internal accounting
controls sufficient to assure that only authorized transactions were executed and that
transactions were recorded accurately.

114.  21* Century’s annual report on Form 10-K for 2003 set forth procedures
the company would follow in valuing its portfolio investments, including meeting to
discuss preliminary valuations and supporting documentation, questioning valuation data
and conclusions, and determining the fair value of the company’s portfolio in good faith.

115.  Those procedures largely were ignored by 21% Century’s Board, which
never conducted a formal meeting at which valuations were assigned, did not review the
valuations assigned in periodic filings, did not participate in the selection or approval of
appraisal or valuation firms, and otherwise did not oversee the process of assigning fair
values to the company’s investments.

116.  21% Century’s Board never approved publicly reported increases in
valuations of investments and made no effort to analyze the value and collectibility of
various loans made by the company. Instead, 21* Century reported the principal amounts
of the loans as their values.

117.  21% Century’s Board approved the HCIA/Pacific Development transaction
after the fact, in a breach of the company’s internal control requirements.

118. The related party loans from Romney’s brothers to the company in late
summer 2004 occurred without Board knowledge or approval.

119. Traveller knowingly created false Board minutes that were supplied to 21

Century’s auditors in connection with their 2003 audit of the company. In so doing,
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Traveller also falsified a record required to be made and kept by Section 13(b)(2)(A) of
the Exchange Act.

VIII. Violation of Section 13(d) of the Exchange Act and Rule 13d-1 Thereunder

120.  Section 13(d) of the Exchange Act and Rule 13d-1 thereunder require a
person who acquires more than five percent of an equity security registered pursuant to
Section 12 of the Exchange Act file a statement on Schedule 13D or 13G.

121.  According to 21% Century’s public filings, as of December 2004 and
January 2005, Compass Capital owned 8.9 percent of 21% Century’s common stock.

122.  Neither Compass Capital nor Lefkowitz filed a Schedule 13D or 13G with
the Commission.

FIRST CLAIM FOR RELIEF

Violation of Section 17(a)(1) of the Securities Act
(Against Defendants Romney and Traveller)

123.  The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 through 122 above.

124. Defendants Romney and Traveller, by engaging in conduct described
above, directly or indirectly, in the offer or sale of securities, by the use of the means or
instruments of transportation or communication in interstate commerce or by use of the
mails, with scienter, each employed devices, schemes, or artifices to defraud.

125.  Asdescribed above, Romney knew or was reckless in not knowing that
the 2004 Form 2-E contained false and materially misleading statements when he signed
the filing. Traveller knew or was reckless in not knowing that 21% Century’s 2004 Form
1-E and offering circular contained false and materially misleading statements when he

supervised the drafting of these documents before they were filed with the Commission.
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126. By reason of the foregoing, defendants Romney and Traveller, and each of
them, directly or indirectly, violated, and unless restrained and enjoined by this Court,
will continue to violate Section 17(a)(1) of the Securities Act [15 U.S.C. § 77q(a)(1)].

SECOND CLAIM FOR RELIEF

Violations of Securities Act Section 17(a)(2) and (3)
(Against Defendants Romney and Traveller)

127. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 126 above.

128. Defendants Romney and Traveler, by engaging in the conduct described
above, directly and indirectly, in the offer and sale of securities, by the use of the means
or instruments of transportation or communication in interstate commerce or by use of
the mails, have knowingly, recklessly or negligently (a) obtained money or property by
means of untrue statements of material fact or by omitting to state a material fact
necessary in order to make the statements made, in light of the circumstances under
which they were made, not misleading, or (b) engaged in transactions, practices, or
courses of business which operate or would operate as a fraud or deceit upon the
purchaser.

129. By reason of the foregoing, defendants Romney and Traveller, and each of
them, directly or indirectly, violated, and unless restrained and enjoined will continue to

violate, Section 17(a)(2) and 17(a)(3) of the Securities Act [15 U.S.C. 88 77q(a)(2) and

779(a)(3)]-
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THIRD CLAIM FOR RELIEF
Violations of Exchange Act Section 10(b) and Rule 10b-5 Thereunder
(Against Defendants Dumble, Romney, and Traveller)

130. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 129 above.

131. Defendants Dumble, Romney, and Traveller, by engaging in the conduct
described above, directly or indirectly, by the use of means or instrumentalities of
interstate commerce or use of the mails, in connection with the purchase or sale of
securities, with scienter, (1) employed devices, schemes, or artifices to defraud; (2) made
untrue statements of material fact or omitted to state a material fact necessary in order to
make statements made, in light of the circumstances under which they were made not
misleading; or (3) engaged in acts, practices, or courses of business that operated or
would operate as a fraud and deceit upon other persons.

132.  Dumble knew or was reckless in not knowing that 21* Century’s
November 2004 Form 8-K contained false and materially misleading statements about his
experience. Romney knew or was reckless in not knowing about the false and materially
misleading statements in 21* Century’s Form 2-E, and Traveller knew or was reckless in
not knowing of the false and materially misleading statements in 21 Century’s 2004
Form 1-E and offering circular.

133. By reason of the foregoing, defendants Dumble, Romney, and Traveller,
and each of them, violated, and unless restrained and enjoined will continue to violate
Section 10(b) of the Exchange Act [15 U.S.C. 8 78j(b) and Rule 10b-5 thereunder [17

C.F.R. 8 240.10b-5].
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FOURTH CLAIM FOR RELIEF
Aiding and Abetting Violations of Exchange Act Section 10(b)
and Rule 10b-5 Thereunder
(Against Defendants Compass Capital and Lefkowitz)

134. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 133 above.

135.  As described above, 21* Century violated Exchange Act Section 10(b) and
Rule 10b-5 by making materially false and misleading statements in a press release and
Commission filings about the amount the company planned to raise and the description of
Compass Capital’s role in the offering. Lefkowitz, in his capacity as the control person
of Compass Capital, in furtherance of a scheme to defraud investors, orchestrated the
purchase and public sale of 21* Century stock and reviewed and approved 21* Century’s
issuance of a press release that contained false and misleading statements and omitted
material facts.

136. By engaging in the conduct described above, Defendants Compass Capital
and Lefkowitz knowingly provided substantial assistance to 21* Century’s violations of
Section 10(b) of the Exchange Act and Rule 10b-5 thereunder.

137. By engaging in the conduct described above and pursuant to Section 20(e)
of the Exchange Act [15 U.S.C. § 78t(e)], defendants Compass Capital and Lefkowitz
aided and abetted 21% Century’s violations, and unless restrained and enjoined,
defendants Compass Capital and Lefkowitz will continue to aid and abet violations of

Section 10(b) of the Exchange Act and Rule 10b-5 thereunder.
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FIFTH CLAIM FOR RELIEF
Violation of Securities Act Sections 5(a) and (c)
(Against Defendants Compass Capital, Lefkowitz, Romney, and Hopf)

138. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 137 above.

139. Defendants Compass Capital, Lefkowitz, Romney, and Hopf, by engaging
in the conduct described above, directly or indirectly, through use of the means or
instruments of transportation or communication in interstate commerce or the mails, each
offered to sell or sold 21 Century securities or, directly or indirectly, carried such
securities through the mails or in interstate commerce, for the purpose of sale or delivery
after sale.

140.  No registration statement has been filed with the Commission or has been
in effect with respect to these securities.

141. By reason of the foregoing, defendants Compass Capital, Lefkowitz,
Romney, and Hopf, directly or indirectly, violated, and unless enjoined will continue to
violate Sections 5(a) and 5(c) of the Securities Act [15 U.S.C. § 77e(a) and 77e(c)].

SIXTH CLAIM FOR RELIEF

Violation of Section 15(a) of the Exchange Act
(Against Defendants Compass Capital and Lefkowitz)

142. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 141 above.

143. Defendants Compass Capital and Lefkowitz, directly or indirectly, made
use of the mails or the means or instrumentalities of interstate commerce to effect

transactions in, or to induce or attempt to induce the purchase and sale of, securities in
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21 Century without being registered as a broker or dealer with the Commission or
associated with a broker or dealer registered with the Commission.

144. By reason of the foregoing, defendants Compass Capital and Lefkowitz
violated, and unless restrained and enjoined will continue to violate, Section 15(a) of the
Exchange Act [15 U.S.C. § 780(a)].

SEVENTH CLAIM FOR RELIEF
Aiding and Abetting Violations of Exchange Act Section 13(a)

and Rules 12b-20, 13a-1, 13a-11, and 13a-13 Thereunder
(Against Defendants Dumble, Traveller, and Dahl)

145.  The Commission realleges and incorporates by reference Paragraphs 1
through 144.

146. Based on the conduct alleged above, defendants Dumble, Traveller, and
Dahl violated Section 13(a) of the Exchange Act [15 U.S.C. § 78m(a)] and Rules 12b-20
(Dumble, Traveller, and Dahl), 13a-1 (Traveller and Dahl), 13a-11 (Dumble), and 13a-13
(Dumble, Traveller, and Dahl) thereunder [17 C.F.R. 8§88 240.12b-20, 240.13a-1, 240.13a-
11, and 240.13a-13], which obligate issuers of securities registered pursuant to Section 12
of the Exchange Act [15 U.S.C. § 78(l)] to file with the Commission accurate periodic
reports, including annual, current, and quarterly reports. Unless restrained and enjoined,
defendants Dumble, Traveller and Dahl will continue to violate Section 13(a) of the
Exchange Act [15 U.S.C. § 78m(a)] and Rules 12b-20, 13a-1, 13a-11, and 13a-13
thereunder [17 C.F.R. 88 240.12b-20, 240.13a-1, 240.13a-11, and 240.13a-13].

147. By engaging in the acts and conduct alleged above, Dumble, Traveller,
and Dahl knowingly provided substantial assistance to 21* Century’s filing of materially

false and misleading reports with the Commission.
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148. By reason of the foregoing, Dumble, Traveller, and Dahl aided and abetted
21% Century’s violations of Section 13(a) of the Exchange Act [15 U.S.C. § 78m(a)] and
Rules 12b-20,13a-1, 13a-11, and 13a-13 [17 C.F.R. 8§ 240.12b-20, 240.13a-1, 240.13a-
11, and 240.13a-13] thereunder. Unless restrained and enjoined, Dumble, Traveller, and
Dahl will continue to aid and abet such violations.
EIGHTH CLAIM FOR RELIEF

Violation of Exchange Act Section 13(b)(5)
(Against Defendant Traveller)

149. The Commission realleges and incorporates by reference Paragraphs 1
through 148 above.

150. By creating false Board minutes that were supplied to 21st Century’s
auditors in connection with their 2003 audit of the company, Traveller knowingly
circumvented 21% Century’s internal accounting controls and knowingly falsified a record
required to be made and kept pursuant to Section 13(b)(2) of the Exchange Act [15
U.S.C. § 78m(b)(2)].

151. By reason of the foregoing, Traveller violated, and unless restrained and
enjoined will continue to violate, Section 13(b)(5) [15 U.S.C. § 78m(b)(5] of the
Exchange Act and Rule 13b2-1 thereunder [17 C.F.R. § 240.13b2-1].

NINTH CLAIM FOR RELIEF

Violation of Exchange Act Rule 13a-14
(Against defendants Dumble, Romney, and Dahl)

152. The Commission realleges and incorporates by reference Paragraphs 1
through 151 above.
153. Rule 13a-14 requires an issuer’s CEO and CFO to certify the financial

information contained in the issuer’s quarterly and annual reports. Among other things,
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Rule 13a-14 requires issuer reports to include a statement signed by the CEO and CFO,
or persons performing similar functions, certifying the following: (1) that they have
reviewed the report; (2) that, based on their knowledge, the report does not contain any
untrue statement or omission of a material fact; and (3) that, based on their knowledge,
the financial statements in the report fairly represent in all material respects the financial
condition and results of operations of the issuer.

154.  Based on the conduct alleged above, defendants Dumble, Romney, and
Dahl violated, and unless restrained and enjoined will continue to violate, Rule 13a-14 of
the Exchange Act, [17 C.F.R. § 240.13a-14] enacted as part of the Sarbanes-Oxley Act of
2002.

TENTH CLAIM FOR RELIEF

Violation of Exchange Act Section 13(d) and Rule 13d-1 Thereunder
(Against Defendants Compass Capital and Lefkowitz)

155. The Commission realleges and incorporates by reference the allegations
contained in Paragraphs 1 though 154 above.

156. Defendants Compass Capital and Lefkowitz, by engaging in the conduct
described above, violated, and unless restrained and enjoined will continue to violate,
Section 13(d) of the Exchange Act [15 U.S.C. 8 78m(d)] and Rule 13d-1 thereunder [17
C.F.R. 8 240.13d-1] for their failure to file a Schedule 13D or 13G with the Commission

upon acquiring more than 5% of the outstanding equity of 21% Century.
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RELIEF REQUESTED

WHEREFORE, Plaintiff Securities and Exchange Commission respectfully

requests that the Court:

.

Enter judgment in favor of the Commission finding that the defendants each

violated the securities laws and rules promulgated thereunder as alleged herein;
1.

Permanently enjoin defendants Lefkowitz, Dumble, Romney, and Traveller from
violating Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder. [15
U.S.C § 78j(b); 17 C.F.R. § 240.10b-5]; permanently enjoin defendants Romney and
Traveller from violating Section 17(a) of the Securities Act [15 U.S.C. 8 77q(a)];
permanently enjoin defendants Compass Capital, Lefkowitz, Romney, and Hopf from
violating Section 5(a) and 5(c) of the Securities Act [15 U.S.C. § 77e(a) and 77e(c)];
permanently enjoin defendants Compass Capital and Lefkowitz from violating Section
15(a) of the Exchange Act [15 U.S.C. 8 780(a)]; permanently enjoin defendants Dumble,
Traveller, and Dahl from violating Section 13(a) of the Exchange Act [15 U.S.C. §
78m(a)] and Rules 12b-20 (Dumble, Traveller, and Dahl), 13a-1 (Traveller and Dahl),
13a-11 (Dumble), and 13a-13 (Dumble, Traveller, and Dahl) thereunder [17 C.F.R. 88
240.12b-20, 240.13a-1, 240.13a-11, and 240.13a-13]; permanently enjoin defendant
Traveller from violating Section 13(b)(5) [15 U.S.C. § 78m(b)(5] of the Exchange Act
and Rule 13b2-1 thereunder [17 C.F.R. § 240.13b2-1]; permanently enjoin defendants

Dumble, Romney, and Dahl from violating Rule 13a-14 of the Exchange Act, [17 C.F.R.
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240.13a-14] enacted as part of the Sarbanes-Oxley Act of 2002; and permanently enjoin

defendants Compass Capital and Lefkowitz from violating, Section 13(d) of the

Exchange Act [15 U.S.C. § 78m(d)] and Rule 13d-1 thereunder [17 C.F.R. § 240.13d-1].
1.

Order the defendants to pay civil money penalties pursuant to Section 21(d)(3) of
the Exchange Act of 1934 [15 U.S.C. § 78u(d)(3)];

V.

Order that defendants Dumble, Romney, and Traveller be permanently barred
pursuant to Section 21 (d)(2) of the Exchange Act [15 U.S.C. § 78u(d)(2)], from acting as
an officer or director of any issuer that has a class of securities registered pursuant to
Section 12 of the Exchange Act [15 U.S.C. § 78l], or that is required to file reports
pursuant to Section 15(d) of the Exchange Act [15 U.S.C. § 780(d)];

V.

Order that all Defendants be permanently barred from participating in an offering
of penny stock, pursuant to Section 21(d)(6) of the Exchange Act [15 U.S.C. §
78u(d)(6)]; and

VI.

Grant such other relief as this Court may deem just and proper.
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Dated: April 10, 2008

Respectfully submitted,

/sl
Stephen L. Cohen
Of counsel: Stacey M. Nahrwold
Antonia Chion Securities and Exchange Commission
Yuri B. Zelinsky 100 F Street, N.E.
Lawrence C. Renbaum Washington, D.C. 20549

(202) 551-4472 (Cohen)
(202) 772-9245 (fax)
cohens@sec.qov

Attorneys for Plaintiff
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